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A Message from Management/Corporate Philosophy

+ - -+ On Becoming an Enterprise with Unsurpassed Commitment to the Environment

[

About the Maxell Group r

Norio Akai

Hiroshi Kuwahara
Chairman of the Board President and

Hitachi Maxell, Ltd. Chief Executive Officer

Hitachi Maxell, Ltd.
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To bring to fruition the vision of a sustainable society is a dream common to all
humanity in the 21st century. In the wake of the incredible industrial development,
rapid population growth, and environmental crises of the 20th century, the time has
come for a reevaluation of the social and industrial structure. This endeavor should
be undertaken with a progressive, forward-looking perspective of at least 100
years, and perhaps should look ahead even to the very perpetuation of humanity.
For its part, the Maxell Group has revisited its corporate philosophy of
contributing to society through superior technologies and products, together
with its commitment to striving as a diligent citizen to help create a society of
genuine wealth by realizing harmony with the environment and wholeheartedly
pursuing activities that contribute to a better quality of life. At the same time,
we are determined to help achieve sustainable development for the preservation
of the global environment and shall implement environmental activities as part of
our quality improvement initiatives. In short, our goal is to become an enterprise
with an unsurpassed commitment to the environment.

We believe that, among global environmental issues, global warming and
chemical pollution are the most urgent challenges for which countermeasures
must be implemented immediately. In 2003, the Maxell Group integrated its
businesses, lowered carbon dioxide emissions by introducing cogeneration
systems, and reduced the release of chemical substances. At the same time, we
launched initiatives intended to reduce the amounts of chemical substances
contained in our products. We will continue to actively implement these measures
with a long-term perspective while incorporating the diverse views of our
stakeholders.

Moreover, through GREEN21, a Hitachi Group undertaking that evaluates
environmental initiatives in eight categories, we will seek to identify issues for
future years by examining our own activities and linking them to sustainable
development. In fiscal 2003, we implemented a policy to acquire certification of
ISO 14001 registration at all Maxell sites worldwide. The non-manufacturing
division of Hitachi Maxell’'s Head Office and Global Sales & Marketing
Management Group acquired this certification in November 2003, while the
Research Division acquired certification previously. Going forward, we will
continue to address environmental considerations across the entire product
lifecycle from R&D to procurement, production, sale and disposal.

As we expand our business, we shall regard engagement with the local
community as a priority; traditionally, each of our Works has held to this
commitment. We contribute to sports events at local schools, engage in
landscaping of local scenery preservation areas through tree planting, and
remain committed to activities that contribute to society at large.

Clearly, 2003 was a year in which we achieved results by working to
contribute to a sustainable society for the 21st century while entering a new
stage of involvement in environmental and social activities. In addition to
providing information related to the environment, this report includes a
summary of our compliance efforts and our changeover to a committee
system of corporate governance in 2003. We will continue to address
issues raised through these activities and will rededicate ourselves to
contributing to the dream of a sustainable society.

We invite our readers to consider and support the Maxell Group’s
environmental and social initiatives and we look forward to receiving your
views on these important issues.

July 2004

Standard for Corporate Activities (Basic Philosophy)

Maxell's basic philosophy is to continue to promote the principles upon which the

Company was founded: harmony and cooperation, the development of the spirit

through work and service to society, and pride in Maxell supporting contribution
through superior technologies and products.

In accordance with this, the Company recognizes that enterprises are also
members of society, and, in addition to maintaining a strong commitment to just
and transparent corporate activities, the Company strives as a diligent citizen to

help create a society of genuine wealth by realizing harmony with the environment
and wholeheartedly pursuing activities that contribute to a better quality of life.

The Maxell Group & Our Future Society

i

“~ Sustainable Society

Memory & Mobility

Harmony
with
the Environment

(through eco-friendly technologies)

Coexistence

(contribution to community activities)

As agood
global citizen

Maxell Group As agood

corporate

* citizen

Environmental Report] ‘

Social Report |

Annual Report

(financial performance)

Through products developed around the concepts of “memory & mobility,” we seek to contribute to
the emergence of an affluent and comfortable society. We are committed to working ceaselessly
on research focused on basic technology and product development.

It is abundantly clear, however, that these products and manufacturing activities have an impact
on the global environment. We remain acutely aware of this undeniable fact as we set out to
reduce, to the best of our abilities, the burden we place on the environment. At the same time, we
are developing various social initiatives in order to spread this environmental awareness among all
residents of local communities. Moreover, for the year 2003, we set out to enhance our corporate
governance by transforming our management regime into a committee system of corporate
governance. At the same time, we have instituted the Maxell Compliance Help Line and implemented
organizational adjustments so that not only the organization, but also each and every employee, can
make decisions and take action in accordance with our corporate philosophy. Finally, we have added a
social report section to this 2004 Environmental Report.
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Corporate Governance/Compliance Management

-+ -+ -+ Working with Stakeholders

[

About the Maxell Group r

m The Committee System of
0 Corporate Governance

Following revisions to the Japanese
Commercial Code in April 2003 targeting
a new governance structure, corporations
can now introduce this new business
revival mechanism. This step has largely
disassembled corporate functions into an
operating segment that handles
the administration of corporate business
and a corporate director segment that
covers the supervision of administrative
duties from the perspective of legality and
validity. This initiative serves to clearly
separate the execution and supervision of
business and is intended to strengthen
corporate governance.

m Stakeholders

The term stakeholder represents all those
who hold an interest in the company,
many of whom have widely varying points
of view. Stakeholders include the
company’s representatives as well as its
shareholders, employees, and consumers;
government administrative offices whose
purviews encompass the company’'s
business; public offices, research
organizations, financial institutions, and
client  enterprises; and various
communities both local and international.

m Corporate Governance

This term represents the system by which
an enterprise is governed with the aim of
ensuring the efficient and appropriate
administration of corporate business and
the implementation of lawful administra-
tion of corporate business.

05 + + + +

With the approval of the general meeting of shareholders on June 24, 2003, Hitachi Maxell
adopted a committee system of corporate governance. With this change, we have
strengthened corporate governance by expanding our auditing functions while forging

a structure capable of dealing promptly
the ever-shifting business environment.

Until recently, administrative decision-making was
the responsibility of the Board of Directors, but
the company recently adopted a different
management approach known as the committee
system of corporate governance in order to ensure
more rapid administrative decision-making. Under
this regime, most administrative decision-making is
borne by those in executive positions. This ensures
faster decision-making that results in a more rapid
response to changes in technology and shifts in
the marketplace. At the same time, in return for
the transfer of their previously held decision-making
authority, the Board of Directors has established
a nominating committee that suggests candidates for
the position of corporate director, an audit committee

with the rapid evolution of technology and

that examines the legality and validity of
management activities and a compensation
committee that determines remuneration for those in
corporate directors and executive positions.
The Board of Directors also supervises the executive
positions. Each committee comprises more than
three board members, while the majority are board
members from outside the company. This
arrangement contributes to highly transparent
decision-making that serves to prevent scandals and
protect shareholders’ profits. Not only does this new
management regime enhance  corporate
governance, but it is also expected to contribute to
the global development of the company as an entity
with unlimited vitality.

Strengthening Corporate Governance

Board of Directors

Executive System

. . . e Management
Nominating Committee EeSioe Committee
Report
. : Board of
Audit Committee Executive
Officers
Election
Compensation Committee | Delegation of
decision-making
Supervision

While the Maxell Group had previously addressed the issue of compliance management,
we have more recently implemented a system that contributes to efficient compliance
management. Specifically, we have established the “Maxell Compliance Help Line” system
in an effort to ensure that each and every employee understands the law and ethical
behavior, thus giving the company the self-sustaining capability to ensure compliance.

For an enterprise to survive, it is essential that
the company be trustworthy. Toward that end, not
only should the company observe all laws and
ordinances, but it also should strictly prohibit
conduct that deviates from commonly accepted
global standards of corporate behavior. The Maxell
Compliance Help Line system has been established
to ensure that neither a particular employee nor the
entire organization can cover up any wrongdoing.
Furthermore, this system seeks to prevent
the occurrence of scandals by putting in place
an internal self-governing capability and by
providing a means for discovering and resolving
problems at an early stage. We expect that any
employee who becomes aware of an occurrence that
is inconsistent with laws and ordinances, in conflict

with commonly accepted global conventions, or
counter to the public good and the corporate ethics
of the Maxell Group (including the Standard for
Corporate Activities and ethics guidelines) will inform
the Compliance Division in writing or through
the company intranet. Upon receiving the information
provided, the related duty station will investigate
the actual relationship and initiate an appropriate
response to deal with it. Upon receiving a report on
the results of the investigation, the Help Line
Investigation Commissioner and the Audit Committee
shall examine and re-examine it and develop
measures to prevent its recurrence. During this time,
the individual providing the information shall be
protected with the assurance that he or she shall not
be subject to any disadvantage in the future.

Outline of Maxell Compliance Help Line System

Information Provider

1.Submission of mail and
in-house correspondence

2'Notification of
acceptance
<4EEEEEEE

m Compliance Management

In light of the recent public focus on
the uncovering of successive scandals
in the business world, this management
technique has been adopted as a means
of ensuring that corporate activities are
in accord with social ethics and comply
with all laws and ordinances. Clearly,
there is an increasing need to improve
compliance systems as part of business
management.

9.Contact person for results and interaction (when real name provided)

I 2.Notification of acceptance of information provided

3.Request for investigation

7.Report on results of
investigation and

Audit Committee

Compliance Division
interaction (Consultation Desk)

4.Report on results (Investigator)

.|

D

8.Inspection to determine
whether internal controls

are properly implemented
from a compliance perspective

5.Draft report on results
and interaction plan

President

6.Verification of content of investigation and interaction
(ordering of reinvestigation if inadequate)

Help Line

Investigation Commissioner

Relevant Departments
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Dealing with the Environment and Engaging with the Community

4+ -+ 4 Focusing on the Product Life Cycle

[

About the Maxell Group r

According to our Environmental Preservation
Action Guidelines, we are conducting our
business in a manner that ensures harmony
with the environment.

m Environmental Preservation
[ Action Guidelines
0 (Global Environmental Charter)

1

Recognizing that problems affecting the
global environment are serious matters for
all  humankind, harmony with the
environment will be a top management
priority through out the Company.

2

Officers and sections in charge of
responding to environmental problems will
promote  environmental  preservation
activities by establishing a structure to
promote  such activities, enacting
regulations relating to the environment,
setting environmental impact reduction
targets and taking other related measures.
Moreover, environmental audits will be used
to confirm the efficacy of activities and
measures to ensure constant improvement.

&

The Company will strive to gain an
understanding of how best to respond to
the various global environmental problems
and make contributions to society through
the conscientious development of highly
reliable technologies and products.

4

The Company will give due consideration to
reducing the impact that products have on
the environment throughout their entire life
cycles, from the R&D and design stages
through manufacturing, logistics, use and
final disposal.

5)

The Company will investigate and examine
the effects of its business operations on the
environment and seek to introduce new
technologies and materials with superior
characteristics that contribute to the goals
of environmental preservation, energy
conservation and resource conservation.

6

In addition to observing international,
national and local regulations concerning
the environment, the Company will develop
its own standards where necessary to
improve its contribution to environmental
preservation.

7

The Company will give full consideration to
the effects activities outside Japan and
export products have on local environments
and implement measures in response to the
wishes of the respective local communities.

07 ++++

With the goal of attaining sustainable development, we have reviewed the entire life cycle of our products,
including procurement of raw materials, investment of energy, and use and disposal of the product. While

ensuring high productivity and the effective use of resources and energy, we are endeavoring to develop and

manufacture products with a low environmental impact. All members of our company, fully aware of their

positions as members of a local community and of society in general, are endeavoring to
take responsible action toward environmental concerns and fulfill their duty to society.

INPUT

Electric power 126 million kWh

Fuel gas 15.01 million m3
Fuel oil 873 kL
page 20

==

Water 1.33 million m3

page 22

Magnetic materials
Resin
N
Electrode materials
N
Organic solvents
N

Cogeneration
System

page 20

ontrol o
Chemical
Substances
(A Gree’Net)
(Control Standards
Handling Chemi

Osaka Works

9 @
AP &

Kyoto Works

Maxell Seiki, Ltd.

Tsukuba Works
Maxell Hi Tec, Ltd.

Cleaning of local

environs

Promotion of community afforestation

Tree planting around works

Computer tapes

Broadcasting videotapes IC cards
Audio/video tapes Mini discs
Lithium ion batteries Resin mold parts

DVD#Rs MO disks
DVD-RAMs CD-ROMs
DVD-ROMs

Alkaline batteries

Silver oxide batteries
Lithium primary batteries

Coin type lithium secondary batteries

Electric shavers

Composting

V

-
=

Laboratories

Green Delivery
page 18

L

Maxell Logistics Co., Ltd.

—/

Sales Outlets
Customers

Product Recycling
Rechargeable batterie
Button batteries

page 22 Kyushu Hitachi Maxell, Ltd. Health machines
Electric casting/precision parts (EF?)
o
+—
Maxell Hokuriku Seiki, Ltd. Audiotape & videotape &
Green =
Procurement PP—— :'
. A esin mola par p—
(Guidelines) Tohshin Seiko Co., Ltd. Metal press parts .- g
Optical components ©
page 17 s
Recycling 5,501t 82,125 t-CO2 Volume released and transferred: 291 t
page 21
4,982 t

8

In addition to working to enhance the
environmental awareness of its employees,
the Company will expand the focus of such
activities to include society at large and
contribute to the communities of which
Maxell is a part with environmental
preservation activities originating from a
broad perspective.

9

In the event that an environmental problem
arises as a result of the Company's
business activities, the Company will take
appropriate steps to minimize such impact.

m Product Recycling

Rechargeable batteries — including
lithium-ion  batteries and nickel-metal
hydride batteries — use scarce resources
such as cobalt and nickel as their main
raw materials. To ensure the reuse of these
resources, we have affixed a recycling
mark to these batteries and are taking
steps to ensure they are recovered and
recycled. We also promote the recycling of
button batteries — including silver oxide
batteries and zinc air batteries, which
contain silver and other valuable
resources — by providing battery
collection boxes in retail stores.
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Targets and Results for Fiscal 2003

+ -+ -+ -+ Sustaining Our Success for Fiscal 2003

D.DD‘ Environmental Management r

= Environmental-related
O Terminology Used by
O the Maxell Group

*1  Eco Value Plan 2010: The road map for
implementation of the Hitachi Group’s
environmental vision

*2 Eco Product Value: The Eco Product
guideline for integrating environmental
efficiency guidelines in current green
products

*3  PBB: Polybrominated biphenyls
PBDE: Polybrominated diphenyl ethers

*4 RoHS: EU Directive targeting
Restrictions of the Use of Certain
Hazardous Substances in Electrical
and Electronic Equipment

*5  HCFC: Hydrochlorofluorocarbon

*6 Eco Factory Value: An Eco Factory
guideline that integrates emissions of
carbon dioxide, waste, and chemical
substances

*7  Substances subject to reduction:
Prohibited substances and substances
to be reduced under Hitachi’s
“Management guidelines for chemical
substances.”

*8 Environmental Town Meeting: A
meeting in which stakeholders and the
Hitachi Group exchange opinions on
environmental activities

*9  e-Learning: Training provided over the
Internet

*10 Green product net sales ratio: The net
sales ratio of green products to
Maxell's net sales of products intended
mainly for the consumer market

09 ++++

As a member of the Hitachi Group, we aim to implement the Hitachi Echo Value

Plan 2010, a long-term environmental plan. In fiscal 2003, we registered largely
satisfactory performance by attaining most of our target values, including a 13%
reduction in carbon dioxide emissions from 1990 levels.

m Target and Results for the Maxell Group in Fiscal 2003

Environmental
Management

(Ecological Mind
and Management)

To Fiscal 2005

(Progress and Expanded Environmental Management)

To Fiscal 2010

(A Company that Creates Environmental Value)

GREEN21 ver. 2

Improved Green Point (GP) acquisition
Minimum of 426 GP (Perfect score: 800 GP)

Maxell: 501 GP
Maxell Group in Japan: 467 GP

(1L

page 13

Acquisition of ISO

page 12

"

Evaluation GREEN21 ver. 2 GREEN21 ver. 3 EmirEETE G Extension of ISO 14001 registration to Tokyo Site (head office/sales) | Certification of registration of Tokyo Site: November 2003

system 640 GP (fiscal 2005) Continuation of Expansion
Adoption and promotion of introduction plan for Tokyo Site Introduced to Tokyo Site “‘

Environmental accounting 5 5 : page 14
Creation of Medium-term Environmental . X .
Investment Plan (until fiscal 2005) Medium-term plan: Implemented in March 2004 “‘
. L Extension of environmental awareness (e-Learning)™® e-Learning: Introduced in April 2003
Environmental Raising awareness of employees training to all employees Awareness-raising materials for family

education and
awareness raising

and their families
Expansion of community activities

Entrenchment of the eco lifestyle

Environmental education

Production & distribution of awareness-raising materials to
family members of employees
Implementation of executive-level training

members of employees: Distributed in March 2004
Training for division managers/Works & Site
managers: Introduced in February 2004

"

page 2

[e¢]

Product-related
Environmental
Considerations

(Eco Products)

Green products

Effective utilization
of resources and
energy

Adoption & application of
Eco Product Value™

Expansion of Eco Product
Value and Environmental
Top Runner Products

Green products

60% ratio of green products to sales™°

71% ratio of green products to sales

(LD

page 19

Containers and packaging

Reduction in volume of containers and packaging in accordance
with the Container and Packaging Recycling Law
(by 30% compared with fiscal 1998 levels)

Reduced by 31%

(1L

Appropriate control of products
containing chemical substances

Promotion of green procurement

Proper control of chemical substances contained in products

Survey of chemical content: Introduced in
September 2003

Control Standards for Handling Chemical
Substances: Prepared in December 2003

(1L

page 17

Products » . Green Supplier survey for customers Survey: Introduced in September 2003 ..‘

containing Abolition of HCFC™ products

chemical (end of 2006 outside Japan) . L .

substances Hexavalent chromium, lead, Leeakis Usg of I%ad-free so(ljdgr in goods produced Elcl,nr:_:glegtlgg i?1f ge:\;it érrgsefglggg ‘ . ‘ page 1
cadmium, mercury, PBB, PBDE" and goods procured in Japan
Banning use of 6 substances Abolition of hexavalent chromium, Survey of six substances (to be abolished by Maxell Group in
(ele_zctrlcal and e'IAectronlc equipment lead, cadmium, mercury, fiscal 2005)contained in electrical and electronic equipment Survey: Launched in January 2004 ‘.‘ page 18
subject to RoHS™) PBB & PBDE that are subject to the ROHS Directive.

Effective Promotion of reduced environmental impact from transporting of products Reduction of environmental ) o ) ) Construction of a collection system by

transportation (expansion of modal shift, low polluting vehicles, etc.) impact from transport of products Construction of a system for compiling environmental impact data ggﬁgﬂnhggggf:scﬁvi;?ﬁ and ‘.‘ page 18

m Fiscal 2004 Targets

The table at left discloses our targets and
results for fiscal 2003. Each target for
fiscal 2004 is clearly introduced in detail
on the page listed.

m Green Products

These are self-designated green
products, registered as such and
exceeding the standards based on the
results of a green design assessment.
Maxell certifies green products by
establishing its own evaluation standards
in addition to the common standards of
the Hitachi Group.

Manufacturing
Process-related
Environmental
Considerations

(Eco Factory)

Global-warming

Adoption & application of
Eco Factory Value™®

Improvement of Eco Factory Value

Global-warming prevention

Project to promote a 7% reduction in CO2 emissions by fiscal 2010

13% reduction

o

(L1

page P

prevention (From 1990 level of the Maxell Group in Japan)
To reduce CO2 emissions by 3% To reduce COz2 emissions by 7%
from fiscal 1990 levels (Japan) from fiscal 1990 levels (Japan)
Egﬁngé?grgslem emissions 10% reduction in emissions volume compared with fiscal 2000 levels | 13% reduction in emissions volume “.
Waste Reduction of landfill to less than 70% . . o . Plan formulated for age
reduction Control of volume of waste of fiscal 1998 levels feesteleduction Achievement of zero emissions: Zero emission plan formulated | ice oy 5004; kyushu Hitachi Maxell, Ltd., ) =1

generation and valuables
(planned reduction to site target)

for Kyushu Hitachi Maxell, Ltd., Maxell Hokuriku Seiki, Ltd., and
Tohshin Seiko Co., Ltd.

Maxell Hokuriku Seiki, Ltd.
Fiscal 2005: Tohshin Seiko Co., Ltd.

(1L

Reduction of

Elimination of emission of
prohibited substances

Extended reduction of release of

Control of use of
chemical substances

Abolition of prohibited substances as determined by Maxell

Abolition of use achieved

"

page 22

15% reduction in emissions of targeted substances compared to
fiscal 2000 levels (toluene, etc.)

Reduced by 55%

"

page 22

PCB

Inspections of storage sites completed twice annually

page 22

(Ll

chemical “Substances subject to reduction”” Further management expansion of PCB-containing appliances
substances to reduce emissions by 30% chemical substances Total 191
i Control of factory water discharge otal measurements )
fromjfiscaliz000]levels ot s uali'lt'yy g Observe voluntary drainage standards and laws and ordinances | Within voluntary standards: 185 times “
q Exceeded legal standards: None
Elimination of fluorocarbons (CFCs, HFCs, and HCFCs) from
Chlorofluorocarbons the manufacturing process Not used ‘.‘ page 22
Information . 5 . q P ; . Information disseminated via the Environmental
i o age
oS EEE Wi AR Enhancement of site information disclosure Environmental communication To communicate with stakeholders Report, the Internet, exhibitions, and plant tours “‘ pag 27
Community Local and international | h of
- ocal and international launch o } . . o
(Collaboration Communication & | £ v L Town Meeting™® £ . . To contribute to society through proactive participation in - ; —
. " xpansion of cooperation - . e e G el A s ee G aes Efforts to participate in clean-ups, greenification,
with Stakeholders) ;g:i';'/?:ilég'ty Implementation of volunteer programs | with communities (Clfetie) GFEm EEITES Volu?ﬁeerisrgn e (e Gy pioy! and opening of company facilities to the public ‘.‘ page 27

such as personnel training

Sustainable
Business Model

Formulation of
business model

Expansion of product recycling system, leasing and rental business

Environmental
solutions business

Expansion of model business and dissemination throughout society

Sustainable business model

Active promotion of R&D on environmental business themes

Make efforts to promote collection and recycling of rechargeable batteries

(1L

[Evaluation criteria]

“‘ : Target achieved “ : More than 90% of target achieved

: Less than 90% of target achieved

m CO2 Conversion Coefficient

For the basic unit of CO2 emissions, the
users-end value of the Japanese
Federation of Electric Power Companies
is adopted as the official electric power
conversion coefficient. The numerical
value for fiscal 2003 is obtained from
the appropriate point on a straight-line
graph linking the actual value for fiscal
1998 to the anticipated value for 2010.

++++ 10



Environmental Management System

+ -+ -+ -+ Applying the EMS to Both Products and Manufacturing
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m Toward Continual
Improvement

In our 2003 Environmental Report, we
mapped the social contribution of our
environmental management efforts. We
are now undertaking a review of our
environmental management system from
the viewpoint of Corporate Social
Responsibility. In our 2004 Environmental
Report, we have revisited the system as
an approach to undertaking social
contributions as part of a triple bottom
line encompassing the economy, society
and the environment.

11 +++ +

We have implemented a system for instituting comprehensive consideration of the
environment — from R&D to production and sales — by acquiring certification of ISO 14001
registration of our sales divisions in addition to all manufacturing sites of the Maxell Group.
Moreover, we are conducting objective evaluations with Maxell’s own mutual environmental
audit system, and we will continue to ensure more efficient implementation of the PDCA
(Plan-Do-Check-Action) cycle.

® Environmental Management System

Environmental
Promotion
Activities

Social

Contribution
Activities

Management

Policy Plans -

Environmental Medium-term Environmental

Environmental
Preservation Action Guidelines  environmental plan  preservation measure  result checking Council

Implementation

Fiscal year environmental
management policies
Site environmental policies

Fiscal year implementation Mutual environmental
environmental plan  Site Environment auditing
Promotion Committees

'
T

m Unique Environmental Audit System

As of March 2004, Maxell employs 68 qualified
internal auditors who have completed internal
qualification training within the Hitachi Group. This
large number of qualified personnel has enabled

m Fiscal 2003 Environmental
Internal Audit Record

Auditor-Affiliated

Location Audited Date of Audit

District
Maxell to introduce the mutual. environmental audit Tsukuba Works September 2003 Osaka
system. Because selected auditors from one Works
audit the Works of other auditors, the objectivity of Kyoto Works September 2003 Osaka
the audit is improved. Furthermore, this approach to Ono Works October 2003 Kyoto
auditing helps to enhance the level of environmental

. . . . Osaka Works November 2003 Tsukuba
promotion activities company-wide by enabling the
. . AT Development and

sharing of practical initiatives. Technology Division ~December 2003 Osaka

m Chronology of Environmental Promotion Initiatives

September 1972 4

April 1977 4
November 1991 ¢«
June 1994 «
February 1996 ¢

June 1996 ¢

March 1997 <
December 1997 «
February 1998 ¢

September 1998 ¢
November 1998 ¢

Office with responsibility for emissions
reduction established.

Environmental management regulations instituted.

Environmental Committee founded.
Use of CFCs in manufacturing discontinued.

Environment Promotion Center

established in Head Office.

Environment Promotion Offices at individual
manufacturing Works established.

Environmental Preservation Action Guidelines
(Global Environmental Charter) formulated.

Mutual environmental audit system implemented.
Use of organic chloride solvents discontinued.

1SO14001 certification attained by all Maxell
manufacturing Works.

Green Procurement Guidelines instituted.

Use of in-house incinerators discontinued.

December1998
March 1999

June 1999

March 2000
February 2001
February 2001

March 2001

May 2001

March 2002

October 2002

November 2003

m Environmental Management Structure

Use of polystyrene foam packaging discontinued.
Use of PVC packaging discontinued.

Development and Technology Division receives
certification of ISO 14001 registration.

Environmental accounting introduced.

Green products with environmental mark launched.
Maxell Environmental Award System introduced.
Zero waste emission achieved by Tsukuba Works.

Acquisition of 1ISO14001 certification completed by
all consolidated affiliated manufacturing companies.

Zero emission achieved by all Maxell
manufacturing Works.

Cogeneration system begins operation at Kyoto Works.

Maxell's Tokyo Site (Head Office and Global Sales &

Marketing Management Group) receives certification of

SO 14001 registration.

| Development& | __ —| KyotoWorks'—

Technology Division

Environment

Promotion Center —

Information Media

Management Group

Business —

Environmental
Committee

—| Osaka Works '—

Site Environment Councils

General environmental
Tsukuba Works management representatives
(Division/Works &

Site manager level)

Determines environmental

Deliberates various

(Addressing

Special Committees

environmental issues)

measures and issues
related to environmental

Energy Solution | |
Business Group

management

Green products

Global-warming
prevention

Control of

Containers and

packaging

Green procurement

chemical substances

(6 times per year).

| Components
Business Group

onavrs
—| Kokinu Site '—

policies of Sites, etc. (annually).

Site Environment
Promotion Committees
(Environment Promotion

Office managers)

Global Sales &

Marketing ~ |— Tokyo Site

Management Group

Affiliated
companies in Japan
Environmental
Directors Council

Deliberates
environmental issues
related to the Maxell
Group in Japan

(2 times per year).

Affiliated
— companies outside
Japan

Disseminates and
gathers environmental
information.

Manufacturing
companies (5)

Non-manufacturing
companies (11)

Manufacturing
I companies (5) I
Non-manufacturing

companies (11)

Promotes environmental
activities (monthly).

= Maxell's Tokyo Site
O receives certification of
O 1SO 14001 registration.

Maxell's Tokyo Site — a building featuring
an eco-friendly design encompassing
energy saving, resource conservation,
and recycling — received certification of
1SO 14001 registration in November 2003.
Its main initiatives are improving the sales
ratio of green products and reducing the
environmental impact of product transport
while promoting continual improvement.
The Maxell Tokyo Building was the winner
of the 16th Nikkei New Office Promotion
Award (page 27).

Environmental
~ Councilsat
individual companies

Environmental
Promotion
Committees at
individual companies

The environmental data presented in this report represents totals calculated from
the operations of the following member companies of the Maxell Group.

Maxell Group

Maxell Group in Japan [ Hitachi Maxell, Ltd.; Kyushu Hitachi Maxell, Ltd.; Maxell Hokuriku Seiki, Ltd.; Tohshin Seiko Co., Ltd.

Maxell Group outside Japan O Maxell Europe Ltd.; Maxell Electronics (Malaysia) Sdn. Bhd.; Wuxi Hitachi Maxell Co., Ltd.;

Maxell

O Maxell Group in Japan and Maxell Group outside Japan

Maxell De Mexico, S.A. DE C.V.
O Kyoto Works, Tsukuba Works, Osaka Works, Ono Works

And affiliated companies located in the site of the manufacturing Works:

Maxell Seiki, Ltd.; Maxell Hi Tec, Ltd.; Maxell Life, Ltd.; Maxell Logistics Co., Ltd.

+ 44+ 12



GREEN21/Environmental Accounting

+ -+ -+ -+ Working to Improve GREEN21 under Stringent Criteria
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13 ++ + +

Under “GREEN21,” the Maxell Group carries out environmental evaluations of all
enterprise activities. Together with the results of this points-based evaluation system, we

have been able to clarify the areas requiring improvement. We are making this effort by

pursuing goals targeting the sum total values obtained through this evaluation method.

Over the medium term, our objective is to pursue these goals not merely by focusing on

the sum total of points but by achieving a balance among the various evaluation criteria.

m GREEN21 Activities for a Sustainable Society

We instituted GREEN21 environmental activities at
the Hitachi Group in 1998. This initiative is intended
to address themes targeting continual improvements,
with evaluation targets divided into eight items that

Maxell Group in Japan

M Fiscal 2003 "
Sea Fiscal 2002: 375 GP
Fiscal 2002 | | Fiscal 2003: 467 GP
Environmental
management Target for
Sustainable o Tl

business model <
/

Collaboration with /6
stakeholders '\

Recycling of
resources

56

Prevention of
global warming

T fiscal 2005: 80 GP

" “~__ Risk management
.

are self-evaluated according to established appraisal
standards. In fiscal 2002, we introduced GREEN21
Version 2, which further tightened the appraisal
standard. We have adopted the Green Point (GP)
system for our self-evaluation, in which we allocate
100 points per item, with a total of 800 points
representing a perfect score. The domestic Maxell
Group registered 375 GP for fiscal 2002 and 467 GP
for fiscal 2003, which represents a 25% improvement
compared with the preceding fiscal year. Clearly,
however, considering the significant improvements in
eco-product items and items related to collaboration
with stakeholders, the sustainable business model
item still has much room for improvement.

\ Recently, we have begun collecting and recycling
\ Ecological button batteries (silver oxide batteries and zinc air
mind batteries) and rechargeable batteries (lithium-ion
batteries and nickel-metal hydride batteries) by
providing collection boxes for retail stores.

GREENZ21[ ver.2

z
®

Category

Main Evaluation Criteria

Environmental management

Environmental Management, Action Plan, Environmental Accounting

Risk management

Compliance with environmental laws and institution of self-regulation

Ecological mind

Employee education and awareness-raising

Eco-products

Product service assessment, green procurement, physical distribution

Prevention of global warming

Energy conservation at Works

Recycling of resources

Waste reduction, control of chemical substances

Collaboration with stakeholders

Information disclosure, communication, community activities

® | Nl o |bh w | NP

Sustainable business model

Systems, planning, recycling of finished goods, environmental remediation

0 Targets of Activities for Fiscal 2004 (GREEN21)

1. To attain 533 GP for fiscal 2004.

2. To increase the GP score at each site through continual improvement by completing

an environmental action plan.

3. To attain 640 GP for fiscal 2005.

® Environmental Accounting

For the Maxell Group in Japan, environmental costs
for fiscal 2003 remained roughly consistent with the
total for fiscal 2002. Expenditures on environmental
investments for factory construction and the
introduction of large-scale equipment decreased in
comparison with the preceding fiscal year; however,
we continue to invest in updating of energy-saving
injection molding machines and air conditioners as
well as contamination prevention facilities and

disaster prevention facilities. The main economic
results of these investments are lower energy and
raw material costs achieved through energy
conservation activities and 3R implementation efforts.
To ensure effective and efficient application of
management resources going forward, we will
consider environmental accounting as an important
source of information for ensuring continual
improvement.

COStS (Million yen)

Fiscal 2001 Fiscal 2002 Fiscal 2003

Primary content

Costs for the reduction of environmental impact by plants,

Environmental activities at Works 1,322 1,361 1,183 maintenance and depreciation of facilities to reduce environmental impact

Upstream/downstream activities 24 33 87  Post-use recovery, renovation and recycling of products and packaging
- Environmental management personnel, operation/maintenance of

Management activities 464 424 494 Environmental Management System, greenification, etc.

R&D 621 332 380  Green product R&D and design

Community activities 5 4 5  PR/publicity concerning Maxell activities

Environmental damage repair 0 0 0  Environmental remediation costs, contributions and surcharges

Total cost 2,436 2,153 2,149

Upstream/downstream costs: Cost of limiting environmental impacts before and after product manufacturing and shipment;
costs of green procurement and recycling disused goods

Investments (Million yen)

Fiscal 2001 Fiscal 2002 Fiscal 2003

Primary content

Investment in environmental
preservation 952 528 324

Cost of switching to energy-saving injection molding machines, air conditioners, etc.

Economic Effect (Million yen)

Fiscal 2001 Fiscal 2002 Fiscal 2003

Primary content

Cost reduction through

Increase in per-hour productivity, unification of equipment use,

energy conservation 300 301 160 integration of processes

Actual income 177 163 210  Sale of valuables and recycled goods

5)?‘%'%2?&3;@{‘(’:."‘a[erials 224 468 412 Yield improvement, reduction in number of parts, and common use of parts
Total economic effect 701 932 782

Performance Effect

Comparison with

Fiscal 2001 Fiscal 2002 Fiscal 2003  preceding fiscal year Main factor

ty. of electric power purchased Operation of cogeneration system; integration and
(le)lllion kWh/y_ea'rJ) P 15,916 13,963 12,622 90% re’t)irement of faglities Y 9
@Y of fuel oil consumed 4,073 1,349 875 650%  Elimination of heavy oil boiler at Kyoto Works

ty. of fuel gas consumed Fuel switchover from heavy oil to natural gas;
8n|)lllion m3/yegar) 595 1,070 1,501 140% operation of cogenerationvgystem ¢

j@“te emissions 5,699 5,759 5,501 96% Review of manufacturing processes

I(_Ua;]éie{irl)l waste disposal volume 61 38 15 39% Promotion of zero waste emission activities

Fuel oil: Gasoline, kerosene, diesel oil, heavy crude A
Fuel gas: Natural gas, LPG

m Trends in Environmental
0 Accounting Results

Total cost
(Million yen)
3,000

2,500
2,153 2,149
2,000 ——  ——

2,436

1,500 ——m—
1,000 ——  —
500 ——  ——

2001 2002 2003
(Fiscal year)

Investments
(Million yen)
1,000 952

800

600 — 528

400

200

2001 2002 2003
(Fiscal year)

Total economic effect
(Million yen)
1,000 932

80— 782

600

400

200

2001 2002 2003
(Fiscal year)

Landfill waste disposal volume
®
70
60
50
40 — 38
30 —
20
10

61

— 15—

2001 2002 2003
(Fiscal year)
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Product Development that Reflects Our Environmental Philosophy

At the Maxell Group, we approach our environmental promotion activities with two objectives:
environmental considerations related to products and environmental considerations related to
the manufacturing process. Thus, to achieve our objectives, we have employed a varied
strategy that resulted in green products representing a full 71% of our sales for fiscal 2003.
Among these products, we are introducing two representative innovations, both of which were
exhibited at the “Eco Products 2003” event held at Tokyo Big Site in December 2003.

A New Genre of Eco-Friendly Products

Created with Revolutionary Technology!

\=

Katsunori Kojima, PhD Eng.
Development & Technology Division,
NM Business Development Center

15 + + + +

Realizing the Potential of

Alternative Energy Sources

Accommodating the Environment:
Energy conservation

The Dye-Sensitized Solar Cell

Japan has made a major investment in solar cells, to
the extent that it generates 100,000 kW of electricity
from solar energy, which represents 50% of world
solar power generation. In keeping with Maxell's
company-wide focus on “memory & mobility,” we have
also focused on developing solar cells through
research and surveys. This has contributed to the
discovery of the dye-sensitized solar cell.

Katsunori Kojima of the NM Business Development
Center, who had been studying a technology for using
dyes from early on, said, “Originally, this technology was
introduced in a thesis published in 1991 in the journal
Nature by Prof. Michael Gratzel of the Swiss Federal
Institute of Technology in Lausanne. However, by the time
we started to embark on its development, the research had
already been well advanced in Europe. But | did not
entertain the feeling that we were lagging behind,
because our company already had technical
expertise in the key technologies used to develop
the dye-sensitized solar cell. We had employed
similar technologies for electrolyte for computer tapes
and for the sealing of lithium-ion batteries, and |
believed that we were fairly well ahead in this area.”
While Mr. Kojima’s colleague, Mr. Takashi Sekiguchi
was receiving instruction under Prof. Gréatzel at
the institute in Lausanne, research was initiated
toward developing a product based on this
technology. The focus of this initiative was an
effort to apply Maxell's ingenuity. Eventually, we
incorporated this technology in a film-type dye-
sensitized solar cell we introduced at the “Eco

Products 2003” exhibition.

The dye-sensitized solar cell incorporates a titanium
oxide thin film on a glass substrate. It generates
electricity by means of electron charge separation;
however, at Maxell, we decided to use a film as well
as glass, creating a dye-sensitized solar cell that is
light, transparent and very pliable.

Looking ahead, Mr. Kojima predicts “Applications
requiring high voltage will likely continue to use
silicon-type solar cells, while applications requiring
lower voltages and a service life of five or six years —
for example, a terminal designed for ubiquitous
computing — would use a dye-sensitized solar cell.
This type of specialization of applications is likely to
occur” Incidentally, this product would provide about
50 W per square meter, thus reducing carbon dioxide
emissions from conventional power sources. At
Maxell, we have started to move toward full-blown
mass production of dye-sensitized solar cells as an
energy source with a low environmental impact.

Dye-sensitized solar cells

5th-generation DDS Back-Up Tapes

Offering Increased Capacity

Accommodating the Environment:
Conserving resources through increased capacity

DAT 72

DAT 72

In recent years, demand for computer tapes has
been growing, particularly in the business sector.
Maxell's innovative DAT 72 computer tape is a
revolutionary product that offers the industry’s
highest data storage capacity in its class — 36
GB, or 1.8 times our previous data storage
capacity. DAT 72 is expected to be in great demand
for a variety of applications, including storage of data
from point-of-sale registers in convenience stores
and backing up of small servers.

Jun Kawamura, a member of the development team,
explained the technology that made this product
possible: “The technical challenge for the DAT 72
data cartridge was to determine how to incorporate a
high data storage capacity in a compact cartridge.
As part of our research, we undertook to make
the tape thinner, as small as 5.3 microns. Also,
we reduced the thickness of the coating, as we
had to figure out how to maintain an even thin
layer that provided stable characteristics.”

Of course, making the tape so thin raised other
issues. “When the tape is made so thin, ensuring

Factor X

good contact between the head of the drive and
the tape becomes a problem,” said Mr. Kawamura.
“To solve this issue, we had to maintain the tape’s
rigidity even as we made it thinner. To ensure the tape
was matched to the head, we had to ask the device
makers to collaborate with us on this technology.”
Turning this innovation into a final product required
not only perfecting the thin film technology, but also
ensuring that the technological collaboration with
the device makers went well. As Mr. Kawamura
explained, “Making the tape thinner was merely an
extension of existing technology. But for this
product, our development focus right from the
beginning was to incorporate the themes of energy
conservation and resource conservation by, for
example, reviewing the manufacturing process.”
This model case suggests that a design assessment of
the manufacturing process, as well as technical
collaboration with device makers, is necessary in order
to incorporate greater consideration for the environment
into the development of products such as DAT 72.

N

From left: Noboru Yoshiwaka, Advanced Tape Quality Assurance Department;

Jun Kawamura and Kosuke Amano, Advanced Tape R&D Department

— A Yardstick for Measuring
a Product’s Environmental Efficiency

At Maxell, we have introduced “Factor X,” an
approach developed by the Hitachi Group as a
benchmark for measuring environmental efficiency in
2005. The rationale for the development of Factor X
was “Factor 10,” a concept advanced in 1991 by
Prof. Dr. Friedrich Schmidt-Bleek of the Wuppertal
Institute of Germany. He explained that, in order to
realize a sustainable economic society, it is

necessary to increase the resource productivity ten-
fold in the next 50 years. At Maxell, we concur with
this view; consequently, we have introduced the
Factor X benchmark into our product development
process. We evaluate a potential product from the
point of view of the global warming prevention factor
and resources factor, thereby promoting the Factor X
concept.

= What is “Factor X" ?

Life value
Effect on environment

[J Calculating Factor X
[limiting greenhouse gases (GHG)]

GHG prevention efficiency

Service life of item x Function of item
Lifecycle GHG emissions

GHG prevention factor

_ Evaluated item’s efficiency at limiting GHG
Benchmark item’s efficiency at limiting GHG
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Green Procurement/Accommodating the RoHS Directive

++4 -+ + Ensuring an Eco-Friendly Supply Chain
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<Environmental considerations

related to products>

m Supply Chain

The term supply chain refers to the chain
of commercial connections related to
development, procurement, manufac-
turing, delivery, and sales. The supply
chain comprises a number of
interconnected links, including suppliers
(parts makers and raw material
providers), manufacturers, distributors,
and retailers.

m The Growth of Green Purchasing

In tandem with our pursuit of certification
of ISO 14001 registration at our Head
Office and Sales Division, we are
implementing green purchasing in order
to begin purchasing fixtures and
consumable goods that were lagging in
this regard. We are focusing on stationery
and office supplies, which are compatible
with green purchasing and contribute to
raising our green purchasing ratio.

In procuring parts and materials for our operations, we have set out to reduce
the environmental impact resulting from each stage of procurement,

manufacturing, logistics, use, and final disposal. In partnership with each of
our suppliers, we are sharing the goal of contributing to a society committed to

the cyclical use of resources.

m Green Procurement

In manufacturing our products, we purchase
numerous raw materials including many types of
resins and solvents; many parts such as resin molds
and metal presses; packing materials; and the
equipment, machinery, and tools required for
production. At the Maxell Group, we remain
committed to conducting fair and just transactions
for the procurement of these materials, and we are
publicly disclosing some of our suppliers’ bids on
our website.

(Green Suppliers)

Suppliers with proactive stance Green
toward the environment

m Green Procurement Guidelines

Our Green Procurement Guidelines
specify the Maxell Group’s philosophy
toward the procurement of products,
parts, and materials. We also encourage
each supplier to obtain certification of
1SO 14001 registration.

17 ++++

Parts & materials

with low environmental impact

procurement

‘ Reduction in >

environmental impact
(Modal shift)

\ Recycling ’

When selecting such items, besides considering quality,
cost and time of delivery, we preferentially purchase those
items that are eco-friendly according to the voluntary
standards we have established as “Green Procurement
Guidelines.” According to these guidelines, we have
identified as “green suppliers” those companies that
actively implement environmental initiatives and that
supply parts and materials with a low environmental
impact. Our goal is to ensure that all our suppliers are
classified as green suppliers by fiscal 2006.

Development of . Assessment of
eco-friendly eco-friendly design

products

Manufacturing Mitigation of
and shflpm%l}t of environmental impact of
eco-friendly manufacturing process
products

Increase in energy efficiency
and resource conservation

Spent products
(Rechargeable batteries & button batteries)

m The A Gree’Net System

We launched the Website of the A Gree’Net System
with the goals of promoting the preferential
purchase of materials with a low environmental
impact and the preferential purchase from suppliers
with a proactive stance toward the environment. By
requiring all our suppliers to register in this system,
we are attaining 100% disclosure of chemical
substances in purchased materials and are

promoting the substitution and reduction of
chemical substances subject to regulation. Thus, we
are accommodating the RoHS and WEEE Directives
recently proclaimed by the EU. This effort
contributes to timely compliance with laws and
regulations as well as the development of products
with a low environmental impact.

® Accommodating the RoHS Directive

The RoHS Directive (Restriction of the Use of Certain
Hazardous Substances in Electrical and Electronic
Equipment) is scheduled to take effect on July 1, 2006.
By March 2005, we shall completely discontinue use
of the six chemical substances prohibited by the RoHS
Directive — lead, cadmium, mercury, hexavalent
chromium and two brominated flame-retardants (PBBs
and PBDEs)— in products subject to the RoHS
Directive sold by the entire Maxell Group worldwide.
During fiscal 2003, we discontinued the use of lead
solder in parts procured in Japan. To address the other
chemical substances indicated, we have implemented a
plan to discontinue their use throughout the Maxell Group
by March 2005.

B Promoting Green Delivery

In order to reduce carbon dioxide emissions
attributable to the transport of goods, we have
undertaken a wholesale review of our distribution
process. As a result, we have consolidated our
distribution warehouses — which at one time were
situated in eight locations — into three locations in
Kyoto, Kitakashiwa, and Kyushu. In April 2003, we
initiated a shift to use of JR containers for the
company'’s key Kyoto-Kitakashiwa route, resulting in
a 645 metric ton reduction (91%) in carbon dioxide
emissions. Looking ahead, we intend to accelerate
this modal shift by increasing the efficiency of
container loading.

m The Maxell Group’s Timetable for Accommodating
O0Othe RoHS Directive

03/2004 07/2004 12/2004  03/2005

n n
-‘ OSurvey via A Gree’'Net

Survey of chemical content
1| OSurvey of documents

T
Identification of six i
RoHS-specified substances - i
!
]

Promotion of substitution & reduction

Development of substitute products

Completion

m Accommodating Modal Shift

®
800 711t
(100%)

Reduction in CO2

Truck Container

Example of reduction in CO2 emissions from modal shift on shipping route
between Kyoto Works and Kitakashiwa warehouse (fiscal 2003)

+++

1. To implement suitable control of chemical substances contained in parts and materials.
2. To complete the web registration (via A Gree’'Net) of all procured parts.
3. To complete our survey of the content of Maxell-specified prohibited substances in

procured parts and materials.

4. To expand our green supplier ratio with the goal of achieving 100% by 2006.
5. We will address the expansion of green purchasing.

= Addressing the Lead-Free Initiative

At the Maxell Group, we have
undertaken to eliminate the use of lead
solder in our products. In fiscal 2003, we
substituted lead-free solders for the
connection solder used for the lithium-
ion battery modules of mobile
telephones; moreover, we have
completed the elimination of lead from
the connection solder used in our
Japanese-made products. Our current
focus is to address the elimination of
lead from products targeted in the RoHS
Directive by March 2005. Through a
collaborative project with Toyama
Prefecture and Maxell Hokuriku Seiki,
Ltd., we have successfully developed
Pearl Solder Paste, a high-performance
lead-free solder cream.

m Joint Delivery

In the area of delivery, we are promoting
collaboration with other companies in the
same industry. We have already
undertaken a joint delivery initiative with
low-CO2-emission vehicles in Hokkaido,
southern metropolitan Tokyo, the Chubu
and Hokuriku regions, and in the Keiji,
Kyushu and Okinawa areas. As we
increase the areas covered by the joint
delivery initiative, we will also continue to
increase the shipment ratio of items
delivered with this method.

++++ 18



Green Products

-+ -+ + -+ Developing Green Products
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<Environmental considerations
related to products>

We are continuing to address the need for eco-friendly products offering
longer service life, simplified packaging, and practical use of recycled
materials. In fiscal 2003, we began offering a variety of green products
including next-generation recording media, Blu-ray Disc, and VHS-C
videocassettes of recycled resin.

® Environmental Mark

This mark, shared by all the members of
the Hitachi Group, was developed to
inform customers clearly that a product
(green product) is environmentally friendly.

m Inspection and Registration
Procedures for Green Products

Standards for
environmental
assessment of

production design

h. AN

Environmental
assessment of
production design

h AN

Environmental

Green product
registration

Evaluation mark indication
w9 A 4
Approval Hitachi

Group

registration

® Reduced Number of Parts

For recording media, we are working to
minimize the film used to package
individually ~packaged items while
implementing an innovative approach to
reducing the quantity of packaging
materials. Moreover, for bulk-packaged
products, we have eliminated redundant
packaging, reducing individual packaging
to the minimum necessary.

= Extended Service Life/Elimination of
O Polyvinyl Chloride

For the battery market, we are seeking to
increase the density and optimization of battery
components in an effort to provide extended
service life and increased power. In addition, we
have prohibited the use of polyvinyl chloride in
the container cases and packaging of nickel-
metal hydride batteries. Instead, we have
switched to materials that have a low
environmental impact and are recyclable.

m Use of Recycled Paper

We are using recycled paper for the label
sheets, index cards, and internal case
packaging of recording media, and for the
cardboard used inside the blister packs and
shrink-wrap packaging of battery products.
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e A Next-Generation Recording Medium that Conserves
OOResources and Offers a Longer Service Life maxel

We have developed a high-capacity Blu-ray Disc capable of
storing approximately two hours of digital high-definition video. Its
23-gigabyte capacity is equivalent to that of 33 conventional
CDs. In addition, the Blu-ray Disc weighs 65% less than a tape of
the same capacity. What's more, thanks to its smaller dimensions,
it takes up less space on a bookshelf or in a cabinet. Blu-ray Disc

ey D

e Elimination of Redundant Packaging and a Significant
O0Reduction in the Quantity of Cardboard Consumed

To reduce the quantity of materials used for case lots, we reviewed
our practice of packaging 10-packs in cardboard boxes. In
addition, we eliminated cardboard packaging by creating bulk
cases of 100 individual units without interior boxes and by using
filler pieces to fill voids inside the cases. As a result, we have
reduced the quantity of packaging materials by 52%.

8 mm videocassette

e Demand for Green Procurement Surges as a
Result of Increased Public Awareness

We incorporated recycled resin for MO cartridges, using a
formula comprising 40% virgin pellets and 60% recycled pellets.
Moreover, we used vegetable inks for printing index cards and
labels on recycled paper. Thanks to this new approach, demand
suddenly increased in the seemingly mature MO disk market. We
received many inquiries from government offices as well.

e Cassette Case Containing 50% Recycled Resin

We are making videocassette cases of 50% recycled resin,
supplied in the form of recycled pellets from polystyrene from
discarded food containers and the like, combined with black-
colored virgin pellets. In addition to their assured quality, the
recycled pellets have are available in a guaranteed supply,
providing assurance of continuous production.

e AA Battery “Dynamic” with 40% Longer Life

The use of digital cameras and other devices with a high current
load is increasing. Our AA alkaline batteries “Dynamic,” with an
improved dynamic heavy duty pulse discharge performance
based on the technology for high-capacity design power tank
structure, offer increased power and a 40% higher heavy duty
pulse discharge performance* than conventional batteries.

Alkaline battery

*Comparison with conventional products available in February 2001, at 1 ampere and a termination voltage of 1.0 V, 10 seconds ON/50 seconds OFF.

Global Warming Prevention

DD.D‘ Environmental Performance r

-+ + -+ Reducing Carbon Dioxide Emissions

<Environmental considerations related to
the manufacturing process>

The Maxell Group in Japan is seeking to reduce carbon dioxide (CO2) emissions
resulting from energy use by 7% from 1990 levels by fiscal 2010. We achieved our
objectives for fiscal 2003 by introducing a cogeneration system and by upgrading
our facilities. We are continuing to work toward a steady increase in our energy
efficiency.

m CO2 Emissions = CO2 Emissions/Maxell Group in Japan

In fiscal 2003, the Maxell Group in Japan recorded

an increase of 4% in CO2 emissions from previous o-coz0
levels, while the entire Maxell Group worldwide
posted a 5% increase. This was attributable to an
increase in production of DVD (digital versatile discs)

FY2010 target

. . 80,000
products, which require large amounts of energy to 0
manufacture. However, we remain committed to g
achieving further energy savings in this area. For g N
fiscal 2003, CO2 emissions from the Maxell Group in g '
Japan represented 87% of 1990 levels. We will ©
continue to take a Iong- = Maxell Group outside Japan 40,000
term perspective in
. d-coz20
addressing our 2010
I 20,000—17g11—————
target of achieving a — 13,056 15609 20,000
93% reduction. 10,000
5,000
0
AmE A o 1990 2001 2002 2003 (Fiscalyear)

m Addressing Improved Energy Efficiency

The natural gas-fueled cogeneration system at the
Kyoto Works began full-scale operation in fiscal 2002.
While a conventional power plant converts about 35%
of its fuel to electricity, this system offers a total energy
efficiency exceeding 70% thanks to its use of gas
turbine power generation and utilization of waste heat.
The system has been effective at lowering COz2 as well
as sulfur oxide (SOx) emissions. We continue to seek
increased energy efficiency by examining the
integration of production lines and the introduction of
inverter air conditioners, and by reviewing our air
conditioner compressors.

Cogeneration System at Kyoto Works

+++

1. To reduce CO2 emissions by 3% from 1990 levels by fiscal 2005.

2. Having decided on a plan to reduce CO2 emissions by 7% from 1990 levels by fiscal
2010, to establish benchmarks for Works and affiliated companies.

3. To effectively implement the Hitachi Group’s system for reducing CO2 emissions.

m Addressing the ESCO Initiative

At the Kyoto Works, we will establish
ESCO (Energy Service Company) in fiscal
2004 in an effort to undertake
comprehensive upgrading of energy
facilities to accommodate changes in
long-term energy demand. This entity will
undertake remodeling of the gas turbine
cogeneration system and updating of the
exhaust gas treatment facility.

++++ 20



Waste Reduction/Control of Chemical Substances

+ -+ -+ —+ Ensuring Effective Use of Resources and Pollution Control
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<Environmental considerations related to

the manufacturing process>

®m Zero Emissions

<State of progress toward zero emissions>
[OKyoto Works Fiscal 2001-03
OTsukuba Works  Fiscal 2000-03
JOsaka Works Fiscal 2001-03
JOno Works Fiscal 2001-03

For the Maxell Group, “zero emissions”

is defined as the following:
Landfill disposal volume Less than 5 t/year
Landfill disposal ratio Less than 1%

Landfill disposal ratio

Landfill disposal volume
Total volume of waste disposal

= Landfill Disposal Volume by
O the Maxell Group in Japan

() 03.1%0 Landfill disposal ratio
oy EpES

150

100 1LA%0———

6077 0,7%0
38.30 0.3%0—

50

2000 2001 2002 2003 (Fiscal year)
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Maxell has been strengthening its efforts toward its fiscal 2005 target of a 20%
reduction in total volume of waste emissions compared with fiscal 2000 levels. As a
result, the total volume of waste disposal and landfill disposal volume are steadily
decreasing, and all Works and affiliated companies of the Maxell Group in Japan

have formulated zero emission targets.

m Waste Reduction

In 2001, Maxell achieved its goal of zero emissions at
its Kyoto, Tsukuba, Osaka, and Ono Works and has
succeeded in maintaining this level. The total volume
of waste disposal by the Maxell Group in Japan in
fiscal 2003 was reduced by 4% from the level of
the previous fiscal year, resulting in a 13% reduction
from the fiscal 2000 level, equaling the waste
reduction target.

= Total Volume of Waste Disposal/
Maxell Group outside Japan

2000 2001 2002 2003 (Fiscal yea)

m Promoting 3R

Maxell is actively promoting the concept of “3R”
(reduce, reuse & recycle) in its effort to promote
the achievement of a society committed to the cyclical
use of resources. We are not only addressing the reuse
and recycling of waste products, but also increasing
the utilization rate of purchased materials. The first
step in this initiative is the careful sorting of waste,
which enables us to reuse and recycle effectively.
As a result of such initiatives, the Kyoto, Osaka, and
Ono Works earned the 2003 “Reduce, Reuse and
Recycle Promotion Council Chairman’s Award.”

= Total Volume of Waste Disposal/ Maxell Group in Japan

(1)
7,000
100%
6000 Sy FY2005 target

5759  87%  (g0y)
5,501

5000 1
4,000
3,000

2,000

1,000

2000 2001 2002

2003 (Fiscal year)

Waste Sorting and Recycling Methods

Recycled as raw plastic, cement aggregate,
Refuse Paper and Plastic Fuel, and blast furnace fuel

Recycled (following redistillation),

Waste plastic

Waste oil thermal recycling

Paper Recycled paper, toilet paper
Wood Recycled for use in chipboard
Glass Recycled as roadbed

Scrap metal Recycled as metal

Sludge Recycled as cement aggregate

ecycled as blast furnace fuel and

Waste magnetic tape R
9 P& filler for construction

Lithium-ion batteries Recycled as metal

+++

1. To reduce the total volume of waste disposal in fiscal 2004 by 15% compared with
fiscal 2000 levels; over the longer term, to achieve a 20% reduction in fiscal 2005.
2. To achieve zero emissions at Kyushu Hitachi Maxell, Ltd., and Maxell Hokuriku

Seiki, Ltd. in fiscal 2004.

In fiscal 2003, we succeeded in dramatically curtailing the use of chemical
substances subject to the Pollutant Release and Transfer Register (PRTR). In
addition to continuing this reduction effort, we intend to apply controls that are
even more stringent. For chemical substances having a significant environmental
impact, we intend to steadily increase our controls by strengthening our three
levels of classification according to environmental impact.

m PRTR (The Pollutant Release and Transfer Register)

In fiscal 2003, the Maxell Group in Japan utilized ten of the
substances subject to the PRTR law. Two substances
accounted for the largest amounts released and
transferred: toluene, which is used in the magnetic tape
manufacturing process; and manganese and its
compounds (manganese dioxide), which is used as battery

materials. We have significantly reduced our use of both
these chemical substances, at the same time reducing
both the volumes released (into the atmosphere*) and
transferred (disposed of*’). We remain committed to strict
management and to improving the effective use ration of
these and all newly introduced chemical substances.

= Quantity of Chemicals Used, Released and Transferred according to PRTR Il Fy 2001 [l FY 2002 [ FY 2003

<Toluene>
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<Water-soluble zinc compounds>
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<Nickel compounds (designated as special Class 1 chemical substances)>
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<Manganese and its compounds>
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<Materials treated in fiscal 2003 (newly registered*)>

m  Regulatory Value and Measured Value of
0 Exhaust Gases Emitted into the Atmosphere
0 (Kyoto Works)

) Measured value

Regulated  Applicable  Regulatory Voluntary (Average value

substances equipment  standard standard forfiscal 2003)

Dust  OncefioughBoler OO OO0 Less than 0.002

OgNm'd  CGS OO0 OO0 Less than 0.002
NOx  OncetoughBoler OO0 [0 m
Oppm3  CGS o o m
sox  OncetoughBoler O 00 Lessthan 0.001
ONm'hD - CGS 00 OO0 Lessthan005
A%gxg:!iégl?v OB o Lesstanogs
ONmYho  CGS

0 CGS: Cogeneration system

u Control of Chemical Substances

The Maxell Group regulates 1,412 varieties of
chemical substances that are classified into
three categories — prohibited, subject to
reduction, and subject to control— according
to their impact on the environment. We also
undertake control of chemical substances
according to Control Standards for Handling
Chemical Substances . We released 112.8
metric tons of substances subject to
reduction in 2000, but reduced the amount
released by 55%, to 50.9 metric tons, in 2003.
We do not use any prohibited substances in
our production processes.

= Water

Maxell is reducing its water consumption in the
interests of protecting water resources. While
the Maxell Group in Japan increased its water
consumption above the level of the preceding
fiscal year, the Maxell Group outside Japan
reduced its water consumption. As a result, the
Maxell Group worldwide reduced is water
consumption 2% in fiscal 2003, which

0t0 I Qty. used .
10 9.7 I Qty. released into the atmosphere represents 98% of fiscal 2000 levels. Maxell is
I Qty. waste transferred committed to aggressively reducing its water
8 6.9 consumption in the future.
6
4.5
" 3.8 = PCB Control
At one time Maxell used a total of 28 electrical
2 transformers containing PCBs, but these units
are no longer in use. Maxell is storing and
Nickel Ethylcellosolve  Ethylbenzene Xylene 2-Ethoxyethyl acetate monitoring these units according to laws
covering specified toxic industrial wastes.
m Protecting the Ozone Layer
+++

1. To reduce total emissions of chemical substances by 30% compared with fiscal
2000 levels according to the Hitachi Group’s “Guidelines for Reducing Emissions

of Chemical Substances.”

2. In addressing the systematic reduction of water consumption, to inspect
wastewater treatment facilities and to formulate and implement upgrade plans.

We discontinued the use of fluorocarbons
for washing in the production process in
1994 in order to protect the ozone layer.

*1: Emitted only into the atmosphere, not into
the soil or public bodies of water

*2: The amount transferred includes less than
1 kg released into the drainage system.

*3: Newly registered in fiscal 2003, with the
quantity of registered substances
handled being changed from five metric
tons and up to one metric ton and up.
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